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MANAGEMENT’S DISCUSSION AND ANALYSIS



Charter Township of Texas
MANAGEMENT’S DISCUSSION AND ANALYSIS

L ________________ S T

Our discussion and analysis of the Charter Township of Texas' (the Township) financial performance
provides a narrative overview of the Township’s financial activities for the fiscal year ended December
31, 2004. Please read it in conjunction with the Township’s financial statements.

FINANCIAL HIGHLIGHTS

» The Township's total net assets increased by $155,491 (1.2 percent) as a result of this year's
activities.

« Of the $13,358,940 total net assets reported, $3,406,053 (25.5 percent) is unrestricted, or available
to be used at the Board’s discretion.

e The General Fund’s unreserved, undesignated fund balance at the end of the fiscal year was
$1,450,145, which represents 93.8 percent of the actual total General Fund expenditures for the
current fiscal year. :

Overview of the financial statements

The Township’s basic financial statements are comprised of four parts: management's discussion and
analysis, the basic financial statements, required supplementary information, and an optional section
that presents combining statements for nonmajor governmentai funds and internal service funds, as
well as additional information. The basic financial statements include two kinds of statements that
present different views of the Township:

» The first two statements are government-wide financial statements that provide both long-term and
short-term information about the Township's overall financial status.

* The remaining statements are fund financial statements that focus on individual parts of the
Township, reporting the Township's operations in more detail than the governmeni-wide financial
statements.

o  Governmental fund statements tell how general government services, like public safety,
were financed in the short-term, as well as what remains for future spending.

o Proprietary fund statements offer short- and long-term financial information about the
activities the government operates like a business.

o  Fiduciary fund statements provide information about the financial relationships in which the
Township acts solely as a trustee or agent for the benefit of others to whom the resources
in question belong.

The financial statements also include notes that explain some of the information in the financial
statements and provide more detailed data. The financial statements are followed by a section of
required supplementary information that further explains and supports the information in the financial
statements.

Because this is the first year of this reporting format, a comparative analysis of the basic financial

statements was not practicable. Comparative analyses of the basic financial statemenis will be made in
subsequent years.



Charter Township of Texas
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Government-wide financial statements

The government-wide financial statements report information about the Township as a whole using
accounting methods similar to those used by private-sector companies. The statement of net assets
includes all of the Township’s assets and liabilities. All of the current year’s revenues and expenses are
accounted for in the statement of activities, regardless of when cash is received or paid.

The two government-wide statements report the Township’s net assets and how they have changed.
Net assets (the difference between the Township's assets and liabilities) is one way to measure the
Township’s financial health or position.

s Over time, increases or decreases in the Township’s net assets are an indicator of whether its
financial health is improving or deteriorating, respectively.

» To assess the overall health of the Township, you need to consider additional nonfinancial factors,
such as changes in the Township’s property tax base and the condition of the Township’s capital
assets.

Fund financial statements

The fund financial statements provide more detailed information about the Township’s most significant
funds - not the Township as a whole. Funds are accounting devices that the Township uses to keep
track of specific sources of funding and spending for particular purposes.

» Some funds are required by state law and by bond agreements.

» The Township Board establishes other funds to control and manage money for particular purposes
(like Revolving Improvement Fund, a nonmajor fund) or to show that it is properly using certain
other revenues (like special assessments collected for the Lakes Sewer Debt Fund).

The Township has three kinds of funds:

» Governmental funds. Most of the Township's basic services are included in govemmental funds,
which focus on (1) how cash, and other financial assets that can be readily converted to cash, flows
in and out and, (2) the balances left at year end that are avaitable for spending. Consequently, the
governmental funds statements provide a detailed shori-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
the Township’s programs. Because this information does not encompass the additional long-term
focus of the government-wide statements, we provide additional information at the bottom of the
governmental fund statements that explains the relationship between them.

» Proprietary fund. Services for which the Township charges customers a fee are generally reported
in proprietary fund. Proprietary fund, like the government-wide statements, provide both long- and
short-term financial information.

o In fact, the Township’s enterprise fund (one type of proprietary fund) is the same as its
business-type activities but provide more detail and additional information, such as cash
flows.



Charter Township of Texas
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Fund financial statements (Continued)

* Fiduciary funds. These funds are used to account for the collection and disbursement of resources,
primarily taxes, for the benefit of parties outside the government. The Township is responsible for
ensuring that the assets reported in these funds are used for their intended purposes. The
Township’s fiduciary activities are reported in a separate statement of fiduciary net assets. We
exclude these activities from the Township’s government-wide financial statements because the
Township cannot use these assets to finance its operations.

FINANCIAL ANALYSIS OF THE GOVERNMENT AS A WHOLE

Net assets. Total net assets at the end of the fiscal year were $13,358,940, an increase of 1.5 percent
compared to the prior year. Of this total, $6,823,402 is invested in capital assets (net of related debt)
and $3,129,485 is restricted for various purposes. Consequently, unrestricted net assefs were
$3,406,053, or 25.5 percent of the total.

Current assets $ 6,059,647
Noncurrent assets 11,809,447
Total assets 17,869,094
Current liabilities 1,275,752
Nancurrent liabilities . 3,234,402
Total liabilities 4,510,154

Net assets:
Invested in capital assets (net of related debt) 6,823,402
Restricted 3,129,485
Unrestricted 3,406,053

Total net assets $ 13,358,940

-jii-



Charter Township of Texas
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Changes in net assets. The Township’s total revenues are $2,405,206. Nearly 17 percent of the
Township’s revenues come from property taxes and another 42 percent come from charges for
services.

The total cost of all the Township’s programs, covering a wide range of services, totaled $2,246,715.
More than 31.4 percent of the Township's costs relate to the provision of general government. Public
safety costs account for 28.3 percent of the costs and public works costs account for 24.1 percent of

the Township’s total costs.

Program revenues:

Charges for services $ 1,009,811
Operating grants and contributions 7,633
Capital grants and contributions 11,585
General revenues:
Property taxes 410,803
State grants 718,582
Franchise fees 50,305
Unrestricted investment earnings 177,789
Other 14,898
Special item - gain on sale of assets 3,800
Total revenues 2,405,206
Expenses:
Legislative 13,251
General government 705,472
Public safety 636,323
Public works 542,397
Community and economic development 83,700
Recreation and cultural 8,466
Interest and fees 200,106
Transfer to Component Unit 50,000
Total expenses 2,249,715

Increase in net assets

$ 155,491




Charter Township of Texas
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Governmental activities

Governmental activities increased the Township's net assets by $155,491. The increase was the result
of an increase in user charges and efforts to control costs.

The cost of all governmental activities this year was $636,323. After subtracting the direct charges to
those who directly benefited from the programs $(237,434), the "public benefit’ portion covered by
taxes, state revenue sharing, and other general revenues was $467,636.

Business-type activities

Business-type activities associated with the Building Inspections Fund increased the Township’s net
assets by $84,717 because revenue from permits exceeded the cost of this activity.

FINANCIAL ANALYSIS OF THE TOWNSHIP'S FUNDS
Governmental funds

As of the end of the current fiscal year, the Township's governmental funds reported combined ending
fund balances of $4,999,213, a decrease of ($182,852) in comparison with the prior year. This
decrease was primarily due to sewer expansion projects and payment of debt service. Of the total fund
balances, 29 percent constitutes unreserved fund balance, which is available for spending at the
Township’s discretion. The remainder of fund balance is reserved to indicate that it is not available for
new spending because it has already been committed (1) for capital projects in the next year $(0),
(2) for future capital projects $(2,295,938), (3)to generate income to pay for long-term debt,
$(641,166), or (4) for other restricted purposes ${(611,964).

The General Fund is the chief operating fund of the Township. At the end of the fiscal year, unreserved
fund balance was $1,450,145, which represents 93.8 percent of the actual total General Fund
expenditures for the current fiscal year. Total fund balance decreased by $(9,680) during the fiscal year
primarity due to a decline of state revenue sharing.

The Sewer & Water Fund experienced a decrease in fund balance of $(115,511). The decrease was
created by a transfer to Kelly Meadows Sewer for the construction of a sanitary sewer system. These
funds will be repaid as special assessments are collected.

The Lakes Sewer Debt Fund experienced a decrease in fund balance of $(96,942). The decrease was
created by insufficient revenue to fund debt service costs.

The Rudgate 1, 2, & 3 Debt Fund experienced an increase in fund balance of $5,275. The increase
was created by the early payoff of two special assessments.

_V_



Charter Township of Texas
MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)

Proprietary fund

The Building Inspections Fund experienced an operating gain of $84,717. Net assets are $176,196 at
year end.

General fund budgetary highlights

The difference between the original budget and the final amended budget for expenditures was an
increase of $145,490 primarily due to an unexpected increase in capital outlay expenditures.

Capital assets and debt administration

Capital assets

The Township's investment in capital assets for its governmental and business-type acfivities as of
December 31, 2004, amounts to $10,507,804 (net of accumulated depreciation). This investment
includes a broad range of assets, including fire equipment and vehicles, buildings, and sewer and water
facilities. The increase in the Township’s net investment in capital assets for the current fiscal year was
$439,587.

Major capital asset events during the current fiscal year included the following:

e Sewer extension in Kelly Meadows for $204,000
¢ Rescue vehicle for $132,381
¢ Land acquisition of $45,000

More detailed information about the Township's capital assets is presented in Note 5 of the notes to the
basic financial statements.

Long-term debt

At the end of the fiscal year, the Township had total long-term bonds outstanding in the amount of
$3,619,000 which represent a decrease of $265,000 or 7 percent. Of this amount, $3,619,000
comprises debt backed by the full faith and credit of the Township.

During the year ended December 31, 2004, the Township refunded two prior bond issues through the
issuance of separate bond issues through the County of Kalamazoo aggregating $2,910,000.

State statutes limit the amount of general obligation debt the Township can issue to 10 percent of its
total state equalized assessed value of property. The Township's total general obligation debt
$3,619,000 is significantly lower than the current state-imposed limit of $60,161,790.

More detailed information about the Township’s long-term liabilities is presented in Note 7 of the notes
to the basic financial statements.

-vi-



Charter Township of Texas
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)

Economic condition and outlook

The Township continues to experience a high growth rate in residential development with an increase
of $32 million in taxable value in 2004. This growth has helped to offset the decrease in state revenue
sharing with the state continuing to struggle and local units wary of additional cuts. Overall, revenues

are expected to remain stable for 2005.

The Township has approved a pathway project for 2005 from Texas Drive Park to the intersection of
Texas Drive and 8" Street. The Township also adopted a policy in 2004 to special assess plat roads for
road improvements. The Township will fund 25% of the cost of road improvements, 25% will be funded
by County Road Commission Participating Funds, and the remaining 50% will be assessed to
residents.

Contacting the Township’s financial management

This financial report is designed to provide our citizens, taxpayers, customers, investors, and creditors
with a general overview of the Township’s finances and to demonstrate the Township's accountability
for the resources it receives. Questions regarding any information provided in this report or requests for
additional financial information should be addressed to:

Linda Kerr, Township Clerk Phone: (269) 375-1591
Charter Township of Texas E-mail:
7110 West Q Avenue

Kalamazoo, M! 48009

-vii-
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Certified Public Accountants & Advisors Telephone 269-381-4970

B00-876-0979
Fax 269-349-1344

INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Charter Township of Texas, Michigan

We have audited the accompanying financial statements of the governmental acfivities,
each major fund, and the aggregate remaining fund information of Charter Township of
Texas, Michigan, as of December 31, 2004, and for the year then ended, which collectively
comprise the Township’s basic financial statements, as listed in the contents. These
financial statements are the responsibility of Charter Township of Texas, Michigan's
management. Our responsibility is to express opinions on these financial statements
based on our audit.

We conducted our audit in accordance with U.S. generally accepted auditing standards.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the respective financial position of the governmental activities, the business-
type activities, the discretely-presented component unit, each major fund, and the
aggregate remaining fund information of Charter Township of Texas, Michigan, as of
December 31, 2004, and the respective changes in financial position and cash flows, where
applicable, thereof for the year then ended in conformity with U.S. generally accepted
accounting principles.

As described in Note 8, the Township has implemented a new financial reporting model, as
required by the provisions of GASB Statement No. 34, Basic Financial Statements - and
Management’s Discussion and Analysis - for State and Local Governments, as of
December 31, 2004. g

The management’s discussion and analysis and budgetary comparison information on
pages i through vii and 24 through 26, are not a required part of the basic financial
statements but are supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally
of inquiries of management regarding the methods of measurement and presentation of
the required supplementary information. However, we did not audit the information and
€xpress no opinion on it.

PA_MERICAN
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Board of Trustees
Charter Township of Texas, Michigan
Page 2

Our audit was conducted for the purpose of forming opinions on the financial statements
that collectively comprise the Charter Township of Texas, Michigan, basic financial
statements. The supplementary information, as listed in the contents, is presented for
purposes of additional analysis and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

%M Le.

February 18, 2005
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Charter Township of Texas
STATEMENT OF NET ASSETS
December 31, 2004

Primary
government
Governmental Component
actlivities unit
ASSETS
Current assets:
Cash 5,499,182 $ 15,946
Receivables (net) 560,465 14,760
Total current asseis 6,059,647 30,706
Noncurrent assets:
Special assessments 1,197,935 -
Capital assets (net of accumulated depreciation) 10,507,804 -
Unamortized bond issue costs 103,708 -
Total noncurrent assets 11,809,447 -
Total assets 17,869,094 30,706
LIABILITIES
Current liabilities:
Payables 101,857 -
Deferred revenue 723,895 16,334
Bonds payabile 450,000 -
Total current liabilities 1,275,752 16,334
Noncurrent liabilities:
Bonds payable 3,234,402 -
Total liabilities 4,510,154 16,334
NET ASSETS
Invested in capital assets (net of related debt} 6,823,402 -
Restricted for:
Public safety 176,196 -
Public works 2,312,123 -
Debt service 641,166 -
Unrestricted 3,406,053 14,372
Total net assets 13,358,940 $ 14,372

See notes {o financial statements
4




Charter Township of Texas

STATEMENT OF ACTIVITIES
Year ended December 31, 2004

Functions/Programs
Primary government:
Governmental activities:
Legislative
General government
Public safety
Public works
Community and economic
development
Culture and recreation
Interest and fees

Total primary
government

Component unit - DDA

Program Revenues

Operating Capital
Charges for grants and grants and

Expenses services contributions contributions
$ 13251 $ - $ - $ -
705,472 237.836 - -

636,323 269,434 - 11,585
542,397 472,064 7,633 -
93,700 29,627 - -
8,466 850 - -
200,106 - - -

$2199715 $ 1,009,811 § 7633 % 11,585

$ 62881 § - $ - $ -

General revenues:
Property taxes
State shared revenue
Franchise fees
Unrestricted investment return
Other
Special item - gain on sale of assets
Transfers

Total general revenues, special
item and transfers

Change in net assets

Net assets - beginning

Net assets - ending



Net (expenses) revenues and
changes in net assets

Primary
government

Governmental
acftivities

Component
unit

$ (13,251)
(467,636)
(355,304)

(62,700)

(64,073)
(7.616)
(200,106)

{(1,170,686)

410,803
718,582
50,305
177,789
14,898
3,800
(50,000)

(62,881)

1,326,177

65,774

155,491

13,203,449

2,893

11,479

$ 13,358,940

14,372

See notes to the financial statements
-5-



Charter Township of Texas
BALANCE SHEET - governmental funds
December 31, 2004

ASSETS
Cash
Receivables
Total assets
LIABILITIES AND FUND BALANCES
Liabilities:
Payables
Deferred revenue
Total liabilities

Fund balances - undesignated

Total liabilities and fund balances

Lakes

Sewer & Sewer

General Water Debt
$ 1,638,977 $ 1,705,114 $ 1,531
417,465 35,205 559,878
$ 2,056,442 $ 1,740,319 $ 561,409
$ 25,680 3 4,955 $ 570
580,617 35,205 559,878
606,297 40,160 560,448
1,450,145 1,700,159 961
$ 2,056,442 $ 1,740,319 $ 561,409

Amounts reported for governmental activities in the statement of net assets (page 4) are

different because:

Capital assets used in governmental activities are not financial resources and, therefore, are

not reported in the funds.

Long-term liabilities, including bonds payable, are not due and payable in the current
period and, therefore, are not reported in the funds.

Net assets of the Building Inspections Fund that have been combined with those of

governmental activities.

Special assessments receivable are not available to pay for the current period's expenditures and

therefore, are deferred in the funds.

Interest related to long-term liabilities is not due and payable in the current period and, therefore,

is not reported in the funds.

Net assets of governmental activities



Total

Rudgate nonmajor Total
1,2, &3 governmental  governmental
Debt funds funds
172,667 $ 1,803,662 5,321,951
271,882 473,970 1,758,400
444,549 $ 2277832 7,080,351
- $ 42,618 73,823
271,882 559,733 2,007,315
271,882 602,351 2,081,138
172,667 1,675,281 4,999,213
444549 § 2,277,632
10,507,804
(3,580,694)
176,196
1,283,421
{27,000)
$ 13,358,940

See noles to financial stalements

-6-



Charter Township of Texas

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - governmental funds

Year ended December 31, 2004

REVENUES

Taxes

Licenses and permits
State grants

Charges for services
Fines and forfeitures
Interest and rentals

Other
Total revenues
EXPENDITURES
Legislative
General government
Public safety
Public works

Community and economic development
Culture and recreation
Capitai outlay
Debt service:
Principal
Interest

Total expenditures

EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SOURCES (USES)
Bond proceeds

Transfers in
Transfers out

Total other sources {uses)

NET CHANGES IN FUND BALANCES
FUND BALANCES - BEGINNING

FUND BALANCES - ENDING

Lakes
Sewer & Sewer
General Water Debt
$ 551,040 $ - $ -
88,137 - -
726,215 - -
91,719 79,204 6,440
7,710 - -
19,586 32,384 39,763
30,533 13,964 103,279
1,514,940 125,552 149,482
13,251 - -
661,613 550 3,506
390,220 - -
145,991 21,513 -
93,700 - -
8,466 - -
231,960 - -
- - 2,150,000
- - 183,071
1,545,201 22,063 2,336,577
(30,261) 103,489 (2,187,095)
- - 2,072,153
78,581 - 18,000
(58,000) (219,000) -
20,581 (219,000) 2,090,153
(9,680) {115,511) (96,942)
1,459,825 1,815,670 97,903
$ 1,450,145 $ 1,700,159 3 961




Total

Rudgate nonmajor Total
1,2, &3 governmental governmental
Debt funds funds
$ - $ - b 551,040
- - 88,137
- - 726,215
- 222,730 400,093
- - 7,710
25,739 61,167 178,639
36,250 191,713 375,739
61,989 475,610 2,327 573
- - 13,251
200 1,450 667,319
- - 390,220
- 368,666 536,170
- - 93,700
- - 8,466
- 3,627 235,587
34,000 991,000 3,175,000
22515 110,528 316,114
56,715 1,475,271 5,435,827
5,274 (999,661) (3,108,254)
- 903,249 2,975,402
- 209,000 305,581
- {78,581) (355,581)
- 1,033,668 2,925,402
5,274 34,007 (182,852)
167,393 1,641,274 5,182,085
$ 172,667 $ 1,675,281 $ 4,999,213

See notes to financial statements

7-



Charter Township of Texas

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - governmental funds (Continued)

Year ended December 31, 2004

Total
governmental
funds

Net changes in fund balances - total governmental funds $ (182,852)
Amounts reported for governmental activities in the statement of activities
(page 5) are different because:
Governmental funds report capital cutlays as expenditures. However, in
the statement of activities the cost of those assets are allocated over
their estimated useful lives as depreciation expense. This is the amount
by which capital outlay ($439,587) exceeded depreciation ($319,801) in
the current period. 119,786
Change in net assets of the Building Inspections Fund that have been
combined with those of the governmental activities. 84,717
Interest expense is recorded when incurred in the statement of activities. 12,300
Because some special assessments will not be collected until subsequent
periods, they are not considered available revenues and are deferred
in the governmental funds. Deferred special assessment revenues
decreased by this amount this year. (181,766)
Repayment of contract principal is an expenditure in the governmental
funds, but the repayment reduces long-term liabilities in the statement
of net assets. 303,306
Changes in net assets of governmental activities $ 155,491

See notes to financial statements
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Charter Township of Texas
STATEMENT OF NET ASSETS - proprietary fund

December 31, 2004

ASSETS
Cash

LIABILITIES
Payables

NET ASSETS - unrestricted

Amounts reported for business-type activities in the government-wide
statement of net assets (page 4) are different because:

Assets and liabilities of the Building Inspections Fund have been
combined with those of governmental activities.

Net assets of business-type activities

See notes fo financial statements
-0-

Building
inspections

$ 177,231

1,035

176,196

(176,196)




Charter Township of Texas

STATEMENT OF REVENUES, EXPENSES, AND CHANGE IN FUND NET

ASSETS - proprietary fund
Year ended December 31, 2004

OPERATING REVENUES
Charges for services - licenses and permits

OPERATING EXPENSES

Salaries and fringe benefits
Supplies

Total operating expenses

CHANGE IN NET ASSETS

NET ASSETS - BEGINNING

NET ASSETS - ENDING

CHANGE IN NET ASSETS

Amounts reported for business-type activities in the government-wide
statement of activities (page 5) are different because:

Revenues and expenses of the Building inspections Fund have been

combined with those of the governmental activities.

Change in net assets of business-type activities

See notes to financial statements
-10-

Building
inspections
$ 259,399

141,683
32,999
174,682
84,717
91,479
$ 176,196
$ 84,717
(84,717)
$ -




Charter Township of Texas
STATEMENT OF CASH FLOWS - proprietary fund

Year ended December 31, 2004

Building
inspections
CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers and users $ 259,399
Payments to suppliers (116,490)
Payments to employees (568,216)
Net cash provided by operating activities 84,693
NET INCREASE IN CASH 84,693
CASH - BEGINNING - 92,538
CASH - ENDING . $ 177,231
Reconciliation of change in net asset to net cash provided by operating
activities:
Change in net assets $ 84,717
Adjustments to reconcile operating income to net
cash provided by operating activities:
Decrease in payables (24)
Net cash provided by operating activities 3 84,693

See noles to financial statements
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Charter Township of Texas
STATEMENT OF FIDUCIARY NET ASSETS - agency fund
December 31, 2004

ASSETS

Cash $ 2,067,884
LIABILITIES

Payables $ 2,067,884

See notes to financial statements
-12-



Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting policies of the Charter Township of Texas, Michigan (the Township), conform to U.S.
generally accepted accounting principles (hereinafter referred to as generally accepted accounting
principles) as applicable to governments. The following is a summary of the more significant policies.

a) Reporting entity:

The accompanying financial statements present the government and its component unit, an entity for
which the government is considered to be financially accountable. The discretely-presented component
unit is reported in a separate column in the government-wide financial statements to emphasize that it
is legally separate from the Township.

Discretely-presented component unit:

Downtown Development Authority:

The component units’ governing body is appointed by the Township Board and their budgets must be
approved by the Township Board. Separate financial statements for the component unit have not been
issued, as management believes that these financial statements, including disclosures, contain
complete information so as to constitute a fair presentation of each component unit.

b) Government-wide and fund financial statements:

The government-wide financial statements (i.e., the statement of net assets and the statement of
changes in net assets) report information on all of the non-fiduciary activities of the Township. The
effect of inter-fund activity has been removed from these statements. Governmental activities, normally
supported by taxes and intergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the direct expenses of a given function
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function. Program revenues include: (1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function; and (2) grants and
contributions that are restricted to meeting the operational or capital requirements of a particular
function. Taxes and other items not properly included among program revenues are reported instead’
as general revenues.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from government-wide financial statements. Major individual
governmental funds and major individual enterprise funds are reported as separate columns in the fund
financial statements.

¢) Measurement focus, basis of accounting, and financial statement presentation:

The government-wide financial statements are reported using the economic resources, measurement
focus, and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenue in
the year for which they are levied. Grants and similar items are recognized as revenues as soon as all
eligibility requirements imposed by the provider have been met.
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

¢) Measurement focus, basis of accounting, and financial statement presentation (continued):
Governmental fund financial statements are reported using the current financial resources,
measurement focus, and the modified accrual basis of accounting. Revenues are recognized as soon
as they are both measurable and available. Revenues are considered to be available if they are
collected within the current period or soon enough thereafter to pay liabilities of the current period. For
this purpose, the Township generally considers revenues to be available if they are collected within 60
days of the end of the current fiscal period. Expenditures generally are recorded when a liability is
incurred, as under accrual accounting. However, debt service expenditures, expenditures relating to
compensated absences, and claims and judgments are recorded only when payment is due.

State grants, licenses and permits, charges for services, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues of the
current fiscal period. All other revenue items are considered to be measurable only when cash is
received by the government.

The Township reports the following major governmental funds:

The General Fund is the government's primary operating fund. It accounts for all financial
resources of the Township, except those required to be accounted for in another fund.
Revenues are primarily derived from property taxes and state shared revenue.

The Sewer and Water Fund accounts for the financial resources used for the expansion and
repairs and maintenance of sewer and water lines located in the Township. Revenues are
primarily derived from connection fees.

The Lakes Sewer Debt Fund accounts for the financial resources used for the payment of long-
term debt. Revenues are primarily derived from special assessments.

The Rudgate 1, 2, & 3 Debt Fund accounts for the financial resources used for the payment of
long-term debt. Revenues are primarily derived from special assessments

The Township reporis a single proprietary fund, Building Inspection Fund, which accounts for
operations (1) that are financed and operated in a manner similar to private business enterprises -
where the intent of the governing body is that the costs of providing goods or services to the general
public on a continuing basis be financed or recavered primarily through user charges; or (2) where the
governing body has decided that periodic determination of revenues earned, expenses incurred, and/or
net income is appropriate for capital maintenance, public policy, management control, accountability, or
other purposes.

Private-sector standards of accounting issued prior to December 1, 1989, are generally followed in
both the government-wide and proprietary fund financial statements to the extent that those standards
do not conflict with the standards of the Governmental Accounting Standards Board (GASB).
Governments also have the option of following subsequent private sector guidance for their business-
type activities and enterprise funds, subject to this same limitation. The Township has elected not to
follow subsequent private-sector standards.
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

¢) Measurement focus, basis of accounting, and financial statement presentation (continued):

The Township reports a single fiduciary fund, Agency Fund, which accounts for assets held by the
Township in a trustee capacity or as an agent for individuals, private organizations, other governments,
and/or other funds. Agency funds are custodial in nature {assets equal liabilities) and do not involve
measurement of results of operations.

Amounts reported as program revenues include: (1) charges to customers or applicants for goods,
services, or privileges provided; (2) operating grants and contributions; and (3) capital grants and
contributions, including special assessments. Internally dedicated resources are reported as general
revenues rather than as program revenues. Likewise, general revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the proprietary funds relate to charges to customers for sales and services. Operating expenses for
proprietary funds include the cost of sales and services, administrative expenses, and depreciation on
capital assets. All revenues and expenses not meeting this definition are reported as non-operating
revenues and expenses.

d) Assets, liabilities, and net assets or equity:
i) Bank deposits - Cash and cash equivalents are considered to be cash on hand, demand
deposits, and short-term investments with original maturities of three months or less from the
date of acquisition. Pooled interest income is proportionately allocated to all funds.

ii) Receivables - In general, outstanding balances between funds are reported as "due to/from
other funds.” Any residual balances outstanding between the governmental activities and the
business-type activities are reported in the government-wide financial statements as “internal
balances.” No allowance for uncollectible accounts has been recorded as the Township
considers all receivables to be fully collectible.

iif} Prepaid items - Certain payments to vendors reflect costs applicable to future fiscal years
and are recorded as prepaid items in both government-wide and fund financial statements.

iv) Capital assets - Capital assets, which include property, plant, equipment, and infrastructure
assets (e.g., roads, bridges, sidewalks, and similar items), are reported in the applicable
governmental or business-type activities column in the government-wide financial statements.
Capital assets are defined by the government as assets with an initial individual cost of more
than $1,000 and an estimated useful fife in excess of two years. Such assets are recorded at
historical cost or estimated historical cost if purchased or constructed. Donated capital assets
are recorded at estimated fair market value at the date of donation. Governments can elect to
account for infrastructure assets either retroactively to June 15, 1980, or prospectively. The
Township has elected to account for infrastructure assets retroactively.
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS {Continued)

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

d) Assets, liabilities, and net assets or equity (continued):
Capital assets are depreciated using the straight-line method over the following useful lives:

Buildings and improvements 15 - 60 years
Equipment 3 -5 years
Vehicles 3 - 20 years
Sewer and water systems 50 years
Roads 10 - 30 years

v) Fund equity - In the fund financial statements, governmental funds report reservations of
fund balance for amounts that are not available for appropriation or are legally restricted by
outside parties for use for a specific purpose. Designations of fund balance represent tentative
management plans that are subject to change.

vi} Property tax revenue recognition - Property taxes are levied as of December 1 on property
values assessed as of December 31 of the prior year. The bilings are due on or before
February 14, after which time the bill becomes delinguent and penalties and interest may be
assessed by the Township. Property tax revenue is recognized in the year for which taxes have
been levied and become available. The Township levy date is July 1, and, accordingly, the total
levy is recognized as revenue in the current year.

The 2003 taxable valuation of the Township totaled $462,325,715, on which ad valorem taxes levied
consisted of the following:

Fund Millage rate Purpose Taxes raised

General 0.8846 Operating $ 410,585

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY:

Budgetary information - Annual budgets are adopted on a basis consistent with generally accepted
accounting principles for all governmental funds. The budget document presents information by fund,
function, and department. The legal level of budgetary control adopted by the governing body is the
function level. All annual appropriations lapse at the end of the fiscal year.
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY (Continued):

The following schedule sets forth significant budget variations:

Fund Function Budget Actual Variance

Sewer and Water Public works $ - $ 22,063 $ (22,083)
Kelly Meadows Sewer Public works - 225,321 (225,321)
Eagle Lake Public works 43,790 53,969 (10,179)
Sewer #5 Public works - 3,646 (3,646)
Road Improvement Public works 4,579 5,842 (1,263)
Street Lighting Public works - 52,619 (52,619)
NOTE 3 - CASH:

The Township and Component Unit's cash are as follows:

Governmental Component
activities Fiduciary | unit Totals

$ 5499182 § 2,067,884 § 15946 § 7,583,012

Deposits are carried at cost and are maintained at various financial institutions in the name of the
Township. State statutes and the Township’s investment policy authorize the Township to make
deposits in the accounts of federally-insured banks, credit unions, and savings and loan associations.
The Township and Component Unit's deposits are in accordance with statutory authorify. At
December 31, 2004, the Township has deposits with a carrying amount of $7,583,012 and a bank
balance of $9,938,130. Of the bank balance $1,300,000 is covered by federal depository insurance
and $8,638,130 is uninsured.

NOTE 4 - RECEIVABLES:

Receivables as of year end for the government's individual major and nonmajor funds, in the
aggregate, are as follows:

Property Special Inter-
Fund Accounts taxes assessments  governmental Totals
General $ 24517 $ 260573 $ - $ 132,375 $ 417,465
Sewer & Water - - 35,205 - 35,205
Lakes Sewer Debt - - 559,878 - 559,878
Rudgate1, 2, & 3 Debt - - 271,882 - 271,882
Nonmajor funds - - 473,970 - 473,970
Totals $ 24517 $ 260573 $ 1340935 $ 132,375 % 1,758,400
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 5 - CAPITAL ASSETS:

Beginning Ending
balance Increases Decreases balance
Governmental activities:
Capital assets not being depreciated - land 3 24220 § 45000 % - 5 69,220
Capital assets being depreciated:

Buildings 508,250 - - 508,250
Improvements 200,219 - - 200,919
Furniture and equipment 313,734 55,206 - 368,940
Vehicles 877,200 135,381 - 1,013,281
Infrastructure 10,307,329 204,000 - 10,511,329
Subtotal 12,208,132 394,587 - 12,602,719

Less accumulated depreciation for:
Buildings 69,802 12,706 - 82,508
Improvements 76,804 7,845 - 84,649
Furniture and equipment 142,763 37,365 - 180,128
Vehicles 295,937 51,658 - 347,595
Infrastructure 1,259,028 210,227 - 1,469,255
Subiotal 1,844,334 319,801 - 2,164,135
Total capital assets being depreciated (net) 10,363,798 74,786 - 10,438,584
Governmentat activities capital assets, net $ 10,388,018 $ 119,786 % - $ 10,507,804

Depreciation expense was charged to functions of the Township as follows:

General government $ 38,153
Public safety 71,421
Public works 210,227

Total governmental activities $ 319,801
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 6 - DEFERRED REVENUE:

Governmental funds report deferred revenues in connection with resources that are not considered to
be available to liquidate liabilities of the current period. Governmental funds also defer revenue
recognition in connection with resources that have been received but not yet earned. At the end of the
current fiscal year, the various components of deferred revenues are as follows:

Fund Unearned Unavailable Totals
General $ 580617 & - $ 580617
Sewer & Water - 35,205 35,205
Lakes Sewer Debt - 559,878 559,878
Rudgate, 2, & 3 Debt - 271,882 271,882
Nonmajor funds 143,278 416,455 559,733
Totals $ 723,805 $ 1,283,420 $ 2,007,315

NOTE 7 - NONCURRENT LIABILITIES:

Long-term debt at December 31, 2004, is comprised of the following individual issues:
$2,910,000 refunding sewer disposal system limited tax general

obligation bonds due in annual installments of $210,000 to

$375,000 starting May 2005, through May 2013; variable interest

from 2.50% to 4.00% $ 2,910,000

$750,000 sewer disposal system serial bonds due in annual
installments of $19,000 to $41,000 starting April 1999, through
April 2017; interest at 6.80% 369,000

$660,000 sewer disposal system serial bonds due in annual
installments of $12,000 to $36,000 starting April 1999, through

April 2017; interest at 6.205% 340,000
Unamortized premium 65,402
Total $ 3,684,402

The Township has pledged its full faith and credit for the payment of these bond issues.
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Charter Township of Texas

NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 7 - NONCURRENT LIABILITIES (Continued):

Long-term debt activity for the year ended December 31, 2004, was as follows:

Amounts
Beginning Ending due within
balance Additions Reductions balance one year
Governmental activities:
1994 serial bonds $ 950,000 % - $ (950,000) $ - $ -
1994 serial bonds 2,150,000 - (2,150,000) - -
1999 serial bonds 410,000 - (41,000) 369,000 41,000
1999 serial bonds 374,000 - {34,000) 340,000 34,000
2004 refunding bonds - 2,910,000 - 2,910,000 375,000
Unamortized premium - 65,402 - 65,402 -
Total governmental
activities 33884000 §$2975402 $(3,175000) $ 3684402 $ 450,000

At December 31, 2004, debt service requirements on long-term debt are as follows:

Year ended
December 31,

2005
2006
2007
2008
2009
2010 - 2014

NOTE 8 - PAYABLES:

General

Water & Sewer

Lakes Sewer Debt
Rudgate 1, 2, & 3 Debt
Building Inspections
Nonmajor funds

Total

Governmental activities

Principal

Interest

$

1

450,000 %
405,000
420,000
440,000
430,000

474,000

132,844
119,372
105,307
90,248
73,990
128,382

Totals $3,619,000 %

650,143

Accounts

Interest

Totals

$ 25,680
4,955
570

1,035
42,618

10,800
5,300

10,900

$ 25,680
4,955
11,370
5,300

1,035
53,518

$ 74,858

$ 27,000

$ 101,858
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 9 - INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS:

A summary of interfund transfers for the year ended December 31, 2004, is as follows:

Fund Transfer in Fund Transfer out

General $ 78,581 Revolving Improvement $ 78,581

Kelly Meadows Sewer 201,000 Sewer & Water 219,000
lLLakes Sewer Debt 18,000
219,000

Eagle Lake 8,000 General 8,000

Total primary government $ 305,581 $ 305,581

The transfer to the General Fund represents unrestricted revenues from the Revolving Improvement
Fund to help defer cosis associated with the purchase of fire apparatus.

The transfers to Kelly Meadows Sewer and Lakes Sewer Debt represent unrestricted revenues from
the Sewer & Water Fund to pay for expansion of sewer lines and debt service.

Transfer to Eagle Lake Fund represents unrestricted revenues from the General Fund to help defer
costs associated with weed control until special assessments will be collected.

Transfer to the Component Unit represents unrestricted revenues from the General Fund to help defer
costs in the Downtown Development Authority area until taxes can be collected.

NOTE 10 - RISK MANAGEMENT:

The Township is exposed to various risks of loss related to property loss, torts, errors and omissions,
and employee injuries (workers’ compensation). The risks of loss arising from general liability of up to
$4,000,000, building contents and property, and workers' compensation coverage are managed
through purchased commercial insurance.

NOTE 11 - DEFINED CONTRIBUTION PENSION PLAN:

The Township provides pension benefits for all elected officials and full-time employees (over 30 hours
per week) through a defined contribution plan. In a defined contribution plan, benefits depend solely on
amounts contributed to the plan, plus investment earnings. Employees are eligible to participate from
the date of employment. The Township contributes 10% of each qualified employee’s base salary to
the plan. The Township’s contributions are fully vested immediately. The Township made the reguired
contributions of $46,437 for the year ended December 31, 2004.

The Township is not a trustee of the plan, nor is the Township responsible for investment management
of plan assets
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Charter Township of Texas
NOTES TO FINANCIAL STATEMENTS (Continued)

NOTE 12 - CHANGE IN ACCOUNTING PRINCIPLES:

Effective January 1, 2004, the Township implemented a new financial reporting model, as required by
the provisions of GASB Statement No. 34, Basic Financial Statements - and Management’s Discussion
and Analysis - for State and Local Governments, along with all related statements and interpretations.
In connection with the implementation of this statement, the following adjustments to beginning net
assets have been made to reflect the cumulative effect of this accounting change in the governmental
funds:

Net assets, as previously reported -
General, special revenue, and debt service funds $ 5,182,065

Capital assets used in governmental activities are not financial resources

and, therefore, are nof reported in the funds. 10,388,018
Other long-term assets are not availale to pay current period expenditures

and, therefore, are deferred in the funds. 1,465,187
Bonds payable are not due and payable in the

current period and, therefore, are not reported in the funds. (3,884,000)
Interest related to bonds payable. (39,300)
Net assets of the Building Inspections Fund 91,479
Net assets, as restated $ 13,203,449
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Charter Township of Texas
BUDGETARY COMPARISON SCHEDULE - General Fund

Year ended December 31, 2004

Variance
Original Amended favorable
budget budget Actual (unfavorable)
REVENUES
Taxes $ 527,000 $ 527,000 $ 551,040 % 24,040
Licenses and permits 64,750 64,750 88,137 23,387
State grants 740,000 734,299 726,215 (8,084)
Charges for services 17,150 17,150 91,719 74,569
Fines and forfeitures 7,000 7,000 7,710 710
Interest and rentals 46,000 46,000 19,586 (26,414)
Other 2,550 2,600 30,533 27,933
Total revenues 1,404,450 1,398,799 1,514,940 116,141
EXPENDITURES
Legislative 17,100 17,100 13,251 3,849
General government:
Supervisor 55,908 58,356 57,873 483
Election 19,500 25,600 31,988 (6,388)
Assessor 70,540 70,540 53,124 17,416
Clerk 124,708 127,708 124,828 2,880
Board of review 3,320 3,320 1,732 1,588
Treasurer 83,708 83,708 77,333 6,375
Hall and grounds 91,750 95,750 75,248 20,502
Cemetery 12,950 12,950 10,550 2,400
Other 252,050 259,960 228,937 31,023
Total general government 714,434 737,892 661,613 76,279
Public safety:
Fire 281,916 288,127 277,432 10,695
Police 112,800 116,540 112,788 3,752
Total public safety 394,716 404 667 390,220 14,447
Public works:
Highways and streets 120,000 120,000 110,913 9,087
Street lights 3,000 3,000 2,297 703
Sanitation and refuse coilection 37,700 37,700 32,781 4,919

Total public works 160,700 160,700 145,991 14,709




Charter Township of Texas
BUDGETARY COMPARISON SCHEDULE - General Fund (Continued)

Year ended December 31, 2004

Variance
Original Amended favorable
budget budget Actual {(unfavorable)
EXPENDITURES (Continued)
Community and economic development -
planning and zoning $ 128574 $ 138574 § 93,700 $ 44,874
Recreation and culture - parks and
recreation 8,450 10,450 8,466 1,984
Capital outlay 97,500 242,990 231,960 11,030
Total expenditures 1,521,474 1,712,373 1,545,201 167,172
DEFICIENCY OF REVENUES OVER
EXPENDITURES (117,024) (313,574) (30,261) 283,313
OTHER FINANCING SOURCES (USES)
Primary government:
Revolving Improvement - 79,000 78,581 (419)
Eagle Lake - (50,000) (8,000) 42,000
Component unit - DDA - (50,000} (50,000) -
Total other sources (uses) - {21,000) 20,581 41,581
NET CHANGES IN FUND BALANCE (117,024) (334,574) {9,680) 324,894
FUND BALANCES - BEGINNING 1,459,825 1,459,825 1,459,825 -

FUND BALANCES - ENDING $1,342,801 $1,125251 $1,450,145 § 324,804

-24-



Charter Township of Texas

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
BALANCE - BUDGET AND ACTUAL - Sewer & Water Fund

Year ended December 31, 2004

REVENUES

Charges for service
Interest
Other - special assessments

Total revenues

EXPENDITURES

General government
Public works

Total expenditures

EXCESS OF REVENUES OVER
EXPENDITURES

OTHER FINANCING USES
Kelly Meadows Sewer
Lakes Sewer Debt

Total other financing uses

NET CHANGES IN FUND BALANCE

FUND BALANCE - BEGINNING

FUND BALANCE - ENDING

Variance
Original Amended favorable
budget budget Actual (unfavorable)
3 - $ - $ 79,204 § 79,204
- - 32,384 32,384
- - 13,964 13,964
- - 125,552 125,552
- - 550 (550)
- - 21,513 {21,513)
- - 22,063 (22,0863)
- - 103,489 103,489
- (201,000) (201,000) -
- {(18,000) (18,000) -
- {219,000) (219,000) -
- (219,000) (115,511) 103,489
1,815,670 1,815,670 1,815,670 -
$1,815,670 $1,596,670 $1,700,159 $ 103,489
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Charter Township of Texas

COMBINING BALANCE SHEET - nonmajor governmental funds

December 31, 2004

ASSETS

Cash
Receivables

Total assets

LIABILITIES AND FUND BALANCE.
Liabilities:

Payables

Deferred revenue

Total liabilities

Fund balances:
Unreserved, undesignated

Total liabilities and
fund balances

Special revenue funds

Road Street

Improvement Lighting Fire Sewer #5
$ 2,023 § 50,026 $ 608,123
828 25,697 5,318
$ 2851 § 75,723 $ 613,441
$ 175 % 4,285 $ 14,630
1,800 61,149 5,318
1,975 65,434 19,948
876 10,289 593,493
$ 2851 § 75,723 $ 613,441




Special revenue funds

Debt service funds

Kelly Pretty
Eagle Crooked Revolving Meadows Q Avenue Lake
Lake Lake Improvement Sewer Debt Debt Totals
$41,398 $24,308 $ 595,779 § 697 $307,203 $174,105 $1,803,662
20,111 10,879 - 188,899 56,308 165,930 473,970
$61,509 $35187 § 595,779 $189,596 §$ 363,511 $340,035 $2,277,632
$ 9171 § - $ - $ 587 $ 13,770 § - $ 42618
51,600 28,729 - 188,899 56,308 165,930 559,733
60,771 28,729 - 189,486 70,078 165,930 602,351
738 8,458 595,779 110 293,433 174,105 1,675,281
$61,509 $35187 $ 595,779 $189,596 §$ 363,511 $340,035 $2,277,632
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Charter Township of Texas

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - nonmajor governmental funds
Year ended December 31, 2004

Special revenue funds

Road Street
Improvement Lighting Fire Sewer #5
REVENUES
Charges for services $ - $ - $ - $ 95370
Interest - - - 8,025
Other - special assessments 5,050 50,158 - 10,027
Total revenues 5,060 50,158 - 113,422
EXPENDITURES
General government - - - 550
Public works 5,842 52,619 - 3,646
Capital outlay - - 3,627 -
Debt service:
Principal - - - -
Interest - - - -
Total expenditures 5,842 52,619 3,627 4,196
EXCESS (DEFICIENCY) OF REVENUES
OVER EXPENDITURES (792) (2,461) (3,627) 109,226
OTHER FINANCING SOURCES (USES)
Bond proceeds:
Transfer in - - - -
Transfer out - - - -
Total other financing
sources (uses) - - - -
NET CHANGES IN FUND BALANCE! (792) (2,461) (3,627) 109,226
FUND BALANCES - BEGINNING 1,668 12,750 3,627 484,267

FUND BALANCES - ENDING 3 876 $ 10,289 § - $ 593,493




Special revenue funds Debt service funds

Kelly Pretty
Eagle Crooked Revolving Meadows Q@ Avenue Lake
Lake Lake Improvement Sewer Debt Debt Total

- $ - $ - $ - $ 127,360 § - $ 222730

- - 27,542 3,965 4,645 16,990 61,167
44,000 28,729 - 8,288 21,991 23,470 191,713
44,000 28,729 27,542 12,253 153,996 40,460 475,610
200 200 - - 300 200 1,450
53,970 27,268 - 225,321 - - 368,666

- - - - - - 3,627

- - - - 950,000 41,000 991,000

- - - - 83,608 26,920 110,528
54,170 27,468 - 225321 1,033,908 68,120 1,475,271
(10,170) 1,261 27,542 (213,068) (879,912) (27,660) (999,661)
903,249 903,249

8,000 - - 201,000 - - 209,000
- - (78,581) - - - {78,581)
8,000 - (78,581) 201,000 903,249 - 1,033,668
(2,170) 1,261 (51,039) (12,068) 23,337 (27.,660) 34,007
2,908 5,197 646,818 12,178 270,096 201,765 1,641,274

738 § 6,458 $ 595,779 $ 110 § 293433 $174,105 $1,675,281
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Charter Township of Texas

Securities and Exchange Commission Rule 15¢2-12 Continuing Disclosure {Unaudited)
December 31, 2004

HISTORY OF PROPERTY VALUATIONS

Year State Equalized Valuation Taxable Value

2004 $601.617.900 $502,948,827

2003 548,068,850 462,325,715

2002 494,701,800 428.428,041

2001 442.359.700 385.484,669

2000 410,382,300 353.088,896

1999 377.543,800 328,181,475

1998 349.279,000 307,373,136

1997 316,800,000 281,231,524

1996 284,656,304 260,030.339

1995 251,149,600 236,046,701

An analysis ol Taxable Value is as follows:
BY CLASS
2004 2003 2002
Real Property $484.193,127 $441.497.915 $407.908,141
Personal Property 18,755,700 20,827,800 20.515.900
TOTAL $502.948,827 $462,325,715 $428.428.041
BY USE
2004 2003 2002

Residential $423.894,020 $383.000,162 $351.559.171
Agricultural 3.455,905 4,596,763 5.250.638
Commercial 49,513.3326 46,645.197 43985772
Industrial 7.329.866 7.165.793 7.112.560
Personal Property i8,755.700 20.827,800 20,519,900
TOTAL $502,548,827 $462.325,715 $428,428.041

Source: Kalamazoo County Equalization Department

According to Township officials, the 2004 State Equalized Valuation and the 2004 Taxable Value of each of the
Township's major taxpayers is as follows:

Name of Taxpaver 2004 State Equalized Valuation 2004 Taxable Value

National City Bank of Michigan/Illinois $16,419,000 $13,664,856
Consumers Energy 6,456,100 6,273,553
Pharmacia & Upjohn Co. 5,917,600 5,917,600
Bronson Management Services Corp. 4,332,600 4,038,954
Michigan Distribution Partners 4,233,300 3,593,696
Twin Star Ice Arena LLC 3,494,100 2,821,614
Distributors Center Partners 2,500,800 2,088,249
Laboratory Research Inc. 2,477,500 2,162,587
Lageoc Ostemo Properties LLC 2,113,400 1,760,745
Hidden Valley LLC 2,003,400 1,833,071
(Unaudited)
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Charter Township ol Texas
- Operating
Kalamazoo Library
Portage Library
County of Kalamazoo
Maltawan School District - Local
- Dehbt
Siate Education Tax (SET)
Kalamazoo Regional Educ, Service Agency
Kalamazow Valley Community College

Totwal All Jurisdictions

TAX RATES*

(Per $1.000 of Taxable Value)

2004 2003 2002
Naon Non Nuon
Honmwesiead Homestead  Homestead Homestead  Homestead Homesiead
508741 50.874] $0.8846 $0.8846 $0.8938 $0.8938
N/A N/A 39583 31,9583 3.9583 39583
N/A N/A 1.4900 1.44900 1.44900 1.4900
N/A N/A 6.1362 6.1362 6.1362 6.1362
N/A N/A 0.0000 18,0000 0.0000 18.0000
N/A NIA T.7315 7.7315 7.7290 7.7290
60000 6.0000 5.0000 5.0000 6.0000 6.0000
AHle 3.0416 0416 3.0416 30416 30416
28135 2.8135 2.8139 2.8139 28139 2.8139
$12.7292 $12.7292 $31.0561 $49.0561 $32.0628 $50.0628

Homestead means o dwelling or unit in a moltipte-unit dwelling subject to ad valorem property taxes that is owned and occupied as
a principal residence by the owner of the dwelling or unit. Homestead includes al! unoccupied property classified as agricohural adjacem and
contiguous to the home of the owner that is not leased or rented by the owner to another person if the gross receipts of the agricultural or
honicultural operations. il any. exceed the household income of the owner. 1f the gross receipts of the agricultural or horticultural operations
do nor exceed the household income of the owner. the homestead includes only 5 acres adjacent and contiguous 1o the home of the owner,
Homestead includes a life care facility registered under the living care disclosure act. Act No. 440. Public Acts of 1976. being sections
554.801 Lo 554.844 of the Michigan Compiled Laws. Homestead also includes property owned by a cooperative housing corporation and
occupied as a principal residence by lenant stockholders, Non-homestead is property not included in the above definition.

Source: Charter Township of Texas

Purpose
General Operating

TAX RATE LIMITATIONS
The Township Charter provides tax rate limitations as follows:

Rate
{per $1,000 of

Taxable Value)
$1.0000

Maximum

Permitted Rate
$.8741

The Township may levy taxes in excess of the above limitation pursuant to state law for the following purposes:

Purpose
Police & Fire Pension
Requirements

Police Operations

Fire Operations

Authority

Act 345, P.A. of Michigan

1937, as amended

Act 33, P.A. of Michigan
1951, as amended

Act 33, P.A. of Michigan
1051, as amended

{Unaudited)
-20.

Rate
{per $1,000 of
Taxable Value)
Amount Required to
Make Contribution

$10.00 (for vehicles,
apparatus, equipment

and housing) plus amount
required for operations (unlimited)

$10.00 (for vehicles,
apparatus, equipment

and housing) plus amount
required for operations (unlimited)



In addition, Article IX. Section 6, permits the levy of millage in excess of the above for:

I. All debt service on tax supported bonds issued prior 10 December 23, 1978 or tax supported issues which have been
approved by the voters for which the issuer has pledged its full faith and credit.

3. Operating purposes tor a specified period of time provided that said increase is approved by a majority of the qualified
electors of the local unit.

3. Payment of valid judgments levied in accordance with State law.

TAX LEVIES AND COLLECTIONS

Collections to March 1 of

Year Tax Levy Following Year

2004 $439.627 In process of collection
2003 408.471 $393,200 96.26%
2002 382,569 364,504 95.28%
2001 346.179 332,037 95.91%
2000 318,278 304,383 95.63%
1999 298.893 285,664 95.57%
1998 282,356 272,807 96.62%
1997 259,801 251.254 96.71%

Source: Treasurer, Charter Township of Texas

The Township's taxes are due and payable and a lien created upon the assessed property on March 1, each year. Taxes
remaining unpaid on the following March st are tarmed over to the County Treasurer for collection.

The General Property Tax Act was amended by Act 123 of Public Acts of Michigan of 1999 ("Act 123") which made
extensive revision to the procedures for collection of delinquent real property taxes. In general, for real property taxes levied
after December 31, 1998, all property returned for delinquent taxes is subject to forfeiture, foreclosure and sale for the delin-
quent taxes in lieu of the tax lien sale held heretofore by the Township Treasurer on the second Monday in May (which followed
by twenty six (26) months the return of the delinquent taxes). Act 123 has the effect of shortening the process for collection of
delinquent real property laxes from approximately six years (including statutory redemplion periods) to approximately four
years. Act 123 will not affect the obligation or authority of the Township to levy any taxes necessary for payment of debt
service on general obligation limited tax bonds of the Township, including the Bonds offered herein, subject 10 constimtional
and statutory limitations.

Kalamazoo County has established a Delinquent Tax Revolving Fund which pays all real property taxes returned delin-
quent to the County Treasurer as of March lst of each year. If feasible, it is anticipated that the County will continue to
reimburse the Township for any uncollected taxes, but there is no assurance that this will be the case since the County is not
obligated to continue this fund in future years. Uncollected personal property taxes must be collected by the local treasurer and
are negligible.

The following table sets forth the annual revenue sharing payments and other monies received by the Township for the
fiscal years ended December 31, 2000 through December 31, 2004 and the amount estimated to be received in fiscal year
ending December 31, 2005.

Fiscal Year Ending Revenue
December 31 Sharing Payments
2005 m $750,703
2004 @ 723,301
2003 803,712
2002 815,007
2001 813,253
2000 583,950

"' Estimated, based upon the 2004-2005 budget, reflects changes made in December 2003.
> Preliminary, subject 1o audit.

Source: Web site hitp://www.michigan.pov/treasury

{(Unaudited)
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GENERAL FUND-FUND BALANCE

The Township's General Fund fund balance for the last five years has been as follows:

Fiscal Year Ending

December 31 Fund Balance

2003 51,459,825
2002 L511.716
2001 1,486,945
2000 1,868,653
1999 1,406,041

Source: Charter Township of Texas audited financial statements

DEBT STATEMENT

(As of September 30. 2004. including the Bonds described herein)

DIRECT DEBT
Special Assessment Bonds
07/01/97 Sewer. LT $533.000
10/01/97 Water & Sewer. LT _ 444,000
County Issued SewerBonds *
Date of Delivery
[nstallment Purchase Contracts **
TOTAL DIRECT DEBT
Less: Special Assessment Bonds
NET DIRECT DEBT
OVERLAPPING DEBT
445%  Kalamazoo School District $80.353.000
42.88%  Matiawan School District 31,166,258
8.96%  Portage School District 38,802,000
5.65%  Schoolcraft School District 20.435.046
7.23%  Kalamazoo County @ Large 9.500.000
4.46%  Kalamazoo [ntermediate School District T 0
8.15%  Van Buren Intermediate School District 0
7.18%  Kalamazoo Valley Community College 0
3.96%  Kalamazoo District Library ~ 11.600.000

TOTAL OVERLAPPING DEBT

NET DIRECT AND OVERLAPPING DEBT
Source: Municipal Advisory Council of Michigan
* Estimaled, subject 1o change.

$977.000

2.920.000
709.000
4,606.000
977.000
$3.629.000

$3.575.708
13,364,092
3.476.659
1.154.580
686.850

0

0

0
...459.360

O $22.717.249
12 520,346,249

** Act 99 of 1933, as amended, provides for the acquisition of any real or personai property through the use

of a contract or agreement to be paid for in instaliments, provided the outstanding balance of all such

purchases, exclusive of interest. shall nol exceed | 1/4% of the Taxable Value of real and personal property in

the Township. The amount of such contracts or agreements cannol exceed $6.286,860 (1 1/4% of the

Toewnship's 2004 Taxable Value of $502,948.827).
Source: Charter Township of Texas

{Unaudited}
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DEBT RATIOS:

Per Capita 2004 State Equalized Valuation $55,098.26
Per Capila 2004 True Cash Vatue $110,196.52
Per Capita Net Direct Debt $331.44
Per Capita Combined Net Direct and Overlapping Debt $2.411.97
Percent Net Direct Debt of 2004 State Equalized Valuation 0.60%
Percent Net Direct and Overlapping Debt of 2004 State Equalized Valuation 4.38%
Percent of Net Direct Debt of 2004 True Cash Value 0.30%
Percent of Net Direct and Overlapping Debt of 2004 True Cash Value 2.19%

STATEMENT OF LEGAL DEBT MARGIN

{As of Sepiember 30. 2004. including the Bonds described herein}

2004 Swate Equalized Valuation $601.617.900
Debt Limited 10% of Siate Equalized Valuation (1) 60.161.750
Amount of Ouistanding Debt * 4.606.000
Less: (2-a) Special Assessment Bonds 977.000
LEGAL DEBT MARGIN | $56.532,790

{1) Acl 359. Public Acts of Michigan, 1947, as amended (the "Charter Township
Act"), provides that the net indebtedness ol the Township shall not exceed 10%
of all assessed real and personal property in the Township.

{2) Bands which are not included in the computation of legal debt margin according
to the Charter Township Act are:

(a) Special Assessment Bonds:

(b) Revenue Bonds;

(¢) Bonds issued. or contract or assessment obligations incurred. 1o comply with
an order of the former water resources commission, the department of environmental
quality. or a court of competent jurisdiction.

(d) Bonds issued. or contract or assessment ohligations incurred, for water supply.
sewage, drainage or refuse disposal projects necessary 10 protect the public health by
abating pollution:

(e) Bonds issued. or contract or assessment obligations incurred. for the
construction. improvement or replacement of a combined sewer overflow abatement
facility:

(f) Bonds issued 1o pay premiums or establish self-insurance contracts in
accordance with Act 34, Public Acts of Michigan, 2001, as amended.

*Estimated. subject to change.

{Unaudited}
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MAJOR EMPLOYERS

According 10 Township officials. major employers in the Township are as follows:

Approximate

Number of
Firm Namc Product/Service Employees
Kalamazoo Valley Comm. College Education 1.000
National City Bank of Michigan/Illinots Banking 500
Dana Corp. Research 250/300
UPS Parcel delivery 250300
TLC Distribution center 110
Cracker Barrel Restaurant 50
DeLoof Construction Commercial, Agricultural & Industrial [0

{Unaudited)
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